o’ —
NSl
DEC. 23 128

Dear Applicasts . - " ' i

Your application for. .exemption from edaral income tax as an organization
described in Section 501(c) (3) of th Internal Revenue Code has bean given
consideration. R T

The evidence presented disclosed t&mt you were incorporated on
. Your stated purposes ake the Improvement and batter-
nent of the city of —. . o

Your organization has hired an engineer!.ng conpany m devaelop a emnpre—
hensive plan for the improvement of sidewalks and landscaping of a Il
block area in downtown HEEEEEJEEN.: You state that.the purpose of t‘his
plan 1s tc stimulate aales and patronage in tha downtown area.

Section 501(a) of the Intemal Revenue Code of 1951: ptovidea ‘for ' the
exemption of certain organizations described 1n sibsection - 501 (c).

"(3) Corporations, and any community chest, fund, or fmmdation,
organized and operated exclusively. for relig:lous, charitable,
scientific, testing for public sa.fety, 1iterary, or educational
purpases, or to foster pational or international amateur sports
competition (but only if no part of its activities involve the
provision of athletic facilities or equipment), or for the pre-
vention of cruelty to children or animals, no part of the mnet
earnings of which inures to the benefit. eof uny priva:e share-
holder or individual, no substantisl part of the activities ‘of
which 1s carrying on propaganda, or otherwise attempting to
influence legislation (except as otherwise provided in
subgsection (h)), and which does not participate in, or intervene
in (includiug the publishing or diatributing of smtemmta), any
political campaign on behalf of any candidate for rublic office."




Section 1.501(c)(3)~1 of the Income Tax Regulations relates to the
definition of the organization and operation of organizatinns described
in Section 501(c)(3). It reads, in part, as followet

"In order to be exempt as an organization deseribed in’
Section 501(c)(3), am organization must be both organized
and operated exclusively for one or rore of the purposes
specified in such section. If an organization fails to
meet either the organizational test or the vperational
test, it 13 not exempt.——The term 'exempt purpese or
purposes', as used in this section, means any purpsse or
purposes specified in Section 501(c)(3)~—=,"

Section 1.501(c)(3)~1 of the Income Tax Regulations provides, in patt,
that in order to be ex~mpt as an organization described in

Section 501(c)(3) of the Code, an organization must be both orpanized
and operated exclusively for one or more of the purposes specifiad in
such section. It further provides that an organization 1is not organized
or operated exclusively for one or more exempt purposes umless it serves
a public rather than a private interest. o

Revenue Ruling 75-286, describes an organization formad by the residents
of a city block to praserve and beautify that block, improve all public
facilities within the block, and prevent physical deterioration of the
block. The organization pays the city govermment to plant trees on
public property, orgenize residenta to pick up litter and refuse in the.
public streats and on public sidewalks, and' encouraga residents to take
an active part in besutifying the block by placing shrubbery in public
areas within the blocks The ruling ataten, in part, as . follows'

"By enhancing the value of the roadway s_ect:lons abutted ‘by.
property of its mambers, the orzanization 1s eahancing the
value of its members® property rights. The restricted

nature of its membership and the limited. ares’ in which its
{improvements are made, indicate' that the organization ia
organized and operated to serve the private.interests of .
1ts members within the meaning .of Seection 1.501(c)(3)=1(d)(1).(11)
of the regulations. Accordingly, although the organization is
primarily engaged in promoting the general weifare of the
community, it is uot organized and operated exclueivaly for
charitable purpogses."” o

The ruling concluded that the organization did mot qua;ify-ixider
Section 501(c)(3) of the Code but may qualify under Section 501(c) (4).
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RBased upon the information suzmitted, it appears that your primary purposa
is to increase patronage and sales in the business diat:ricr. of

Therefore, we have concluded that you do not qualify as an organizaticm
described in Section 501(c) (3) of tha Code.

You are required to f;lle Federal income tax returns annually on Foxm 1120.
Section 7428(b)(2) of the Internal Revenue c‘ode";provides; in. part'. thatt "

"A declaratory judgment or decree under this. section chall

not be issued in any proceeding unless ths Tax Court, the
Court of Claims, or the district court of the United Statas
for the District of ‘Columbia determines that the orga.nization
involved has exhausted administrative remedies available to
1t withiu the Internal Revenue farvice."

If you do not protest this proposed .determinaticn in a dnely wmanner, it.
will be considered by the Internal Revenue Service as a.failure to a:hsusc
available administrative remedies. : .

If you do not agree with these conclusions, you majr, vith:l,n 30 days
from the deste of this proposed adverse deteruiration letter, appeal
to the Regional Office through this Key District Office. Your appenl
should contain the information described wnder Regional 0ffice Appeal
in the enclosed Publication 892, and should be mafled to this office.
The Reglonal Office will let -you know what sction they take, and will
set a date and place for any conference to be held. If a writtem pro- -
test is not received within- f.he above cime period thia del:amination -
letter will be final. . - L . e y

This is a determination lett;er‘.

°‘1ncare.1y youts,

Sigried —

District Director -

Enclosure




